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farr ^ai^nr 
(tfjTRT fa*!R) 
fasffq 5i wi ht stf 
nftRqqf 


qf q?sfr, 2 5 hru) , 1996 

sjtt . m . f.- ( 0 (tt /, —*r^ir, Trfaiwr, 

1961 ( 1961 HT 43)hV«1RT 1 45 hV TTKIFT ( 2) 

g nr Tqfarqi hi srqfaHRSo qqifaf farjiRfaqi 
53ft * I fa raw q?fa % ir i T' r rrr <111511 < 4 f§ni 

191% % SRT ?RqT?R fire r ifR % fiiq fqiqfafaiq 

qRH srfsrqfcpr hrY k, srqfa :— 

H. %<3T qffqqf % J1HR % sfafER # ^1 KR'K : 

(1) farfR fqwif 3qpY 3jk % 

aflfffiff *faf *1 irT^StT if)Id9% % qq><i 

fan qqqqi 1 

(2) 'Hrfrl'fa % r n qffaqT ht JTHjq, ffaffa 

fwreil on 'fljir f}Ffr q^Rfa 

%<1T iftfSRV HT SH^q RHRR: OH FIR 

3% fa9T RT^RT 1 


(3) #gr Rtfar q 0% fa*flr tft qfatfq HTfaraHT 

jjpf in sfaf % qjp^- % jpqf 

HlffaH HqR tjf, Hf 5?H3 falT HTqqT | 9% 
MlWn HI, qrmaR rTh q f<u|HUi Hq 
9RRfaq HT qfa RfRH rfl qf, qq SRfa' 

% facfR f%irO|T if, off qfr qf'qf 

HT 3 HR qfafafiR HT% % faq qqfar 

1 Rwt qfaHR hi tar qqqirr 
R qr»R: srfafifRTT q fwr ht q%, qt 
3R Hf uqqfaq faqr H1 %ttt I qfa 
Tar qrfqqf % qq qftqqq faq | 
fwi 9% qq h fqq'R fqqwf 9F qiff 
qrf?9H qqR qff % 95 qq % 

qrqrq % faqr qq qq qfqqqqq qq if 
'5TTHT qrfalH 3'flR SRlfaq |, %f 
qfaqqq % i*q hi qq qq, faqij qfaqqq 
HT 3?qtfR fqrqr RTT %, q qT|faq- ^q % 
SH31T faq 1 jiiiR I 

(4) froffaff 5 rt 3)'iftHT hut qffqqt 

fftft fa qq% iqron: tf qqn:^ 

<3qrqrfar faq q% fqrffa qfar<iff if sqrqre 
qfa qT Rqqrq % qTRfqH qeq qfqq 
ffaq fqfaq qoqq qr?' 1 
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sr srIot % irfOTT % wr afk 

ftiNr t ttItr fotY «n*ft RR sra 

f^rfprfg?r f, TRfa[ :— 

(i) asu :-wV ?iT?r ^*nfrqt 'm\t aref % 
fm fruft fw ftrt 

Tiftr ftt f«rfVFT 7R % sRarTF irsY fom' 

■5TI tl«tir| i 3TTT TFc-l *y T>t RFf 

H T3% j|n ^tfiiT 5RTPT {fl 3W5-J f?> I 

(ii) stt^t fY Tfonr ?3T'< :—FR4?nfr 3fk 

qS^T3fi q.T FTsIT sfk faFfta 

fawif if ^TF-srrTT ott am ?iiRrrf gtrr 
Til^ f 1% Frt fgftnr; srt sot i 

(iii s nf^F :—farfrr farmt % *r<fr qrfRV 

jrerf ftt sfrf |kr ^nf^, faw sr 
fatfR fanmfi *1 % fafqp^R <r 

SRA ITT TOTT | ! 

( 5 ) afa (otr f^mfY *rrr, fp-’i rtt 

arts tfr fry rt amarai 

FF SFRTR iViTT TOT ?fr, n/CiY HOTIRf 
€\ w faftFre a^€tTRi srtfer 
!^f I I afs ITT #TT ROT TiT OTYRl 
?r$r farr tot ? if ft ?pr fft fsrar 

TOT7T I 

(b) •tr (i) *i qr, (5) % v fr 

m ,— 

' W‘) TTS RitRT T K- n R.'7f*RT T-aT {CT>TFT 

27 1 " f-tviM feTRi \ tfiV 3‘Tpy 3 TYt 

;'i hTifviT am fasrar 

TT RTR OTT ST TTRit sri^tThl 

( 15 ) 1 ‘jfavT't'T ’ OT tfiOT' R| (WRR V<7,T £ 
far w? 3 <u rt-it sRira |v % r , 
5R?F ~l'T T -ETk-i’1 FT '34 < Ki (:.7R-T-T 
t?t imr ut % “T if ; ) afR z~\ 

TRrftTH'l' 5fr fgtfpsr i. qfs]I^fi+j--' 

?’r, frr* a tot l, tfsrtt am ^V-fi 1 

(t) “ftq-r-TT’' t> 7 aroif €r rir sm-rr t 
f ; ir tti Tfrfhat -',■> ^-rfr f; swn t&. 
f^r % 1 

(a) ‘'fERftT fr<m" t iVffr fntjrmfr r 
f-Fafrr. fm srk fq.frar 
a afT=pY?r % Tfp a vrfi+tO- rt 5tr 
f-TWll afvralT # 3?V 
TFT afKSTfT TTr TK TRT fiF'T cT4* 
TR R^T RRTtO- PdRT HfwrfiR % I 


(^) “tit ErnTr a;'r Wtr 

t % fratfRt R WHR RTJftEpPT 
R 5TOTJT % TRTR 3TT RfR^ »T W 
m FT H fit TT.WR K aV 7 

TRRTRT ?RT OTTRTiT 'irfwR q 

TERR, TTTftfsTR R WR TT^V ^ W 
5TFR Wf t I 

ttpr' sRfj tY ttt trottt aa % shir: ftt 
^Yfrar % sfRTvR aiY arar i 

(7) mfv Tr tr : i T«rfr m t vm affir 

3TR RTR- % 7TR fTO^- eW C,T RT'*T sfR Rft' 

T jftR h 5RR T.Rrr. fcrTOT ^T T TT'+T 3Tt^ 
?TfT R Rm RTIVR TRF TT T% I 

(s) *fma T-m ffr -fTTrmR dtY 

% TTT 3fY“ ^rfT TTT -q JTj-R % XR TI 
T1' T TTR fFR TTIR I .EfY ITR'iT RT Tl ITf^T 
TTT qjj qsq-q; <pj ",- -;-; jqfq q fipqj 

TfiTTi Tt? f'Tc/T «R % Sfs<T- r r 'Y• TTTf t: TITW T 
'5'TPT RfR qT-'.JT R Tp“,' T '.7 r T'TTT TI T% I 

(9) fatfr w fftfi,- h tet qrt 

FWIT TfqR TT WRT SKf f-TR Vf'TT ?frfT TT 
TR>-RT TTTftTa (tiTW TR7 iTTmi t f*P affRq 

% TfRrTfmmf fqtartf>:<ff (fkt '‘■rrit wfm 

"■700 Tsqq'n-.TT 3T>T vT'if : 'T?T 

! i o) i( ~i Tffr if &■; rr vr armR fTmq 

Tsr'v-F'iR f.', :f'T? fvT f "FRi RI TfR.R qq 
^ v ^TTclr t Vi r r J u' 1 / r ,^ T7 Ti^ ( - .’. ’-i‘ , -7 i* ”T' 

VtTfTTRM, '.TV.'.-ii i-;) ur ii'i 4, -.Ht-PT Tf afrffqf^TT 

vT s» tt', m t "';'t f tr. . ; ..• rWr t qf^nr 
fir'-' flRTR, 'Tft'R-T V-;.- r TFT F I TT RT Fi V R^T 
Fm p ^j qT T ''. Tn* F j iTF i q f^vTT FfT q% Tft 

r; :,---7 Rj.fjr f r ;-".-rri Ffs in Tif>-Ti; t 
rq FfRTF f^PTT TT'TT \\ f'F-.TTT fTFR TJ % fatfR 
fqcf«'jft 7~ isViRtf iftt'-i Tsr S' Tva Yttt «rqf 
T qTRFTFcff 7 Ri T "ATEf M,f:RF qqR qfqr 
TTRTfflW ti, F-T Tfmin % TR TTi' •TqfTT tT 
FT fFTR S-T : 'T iTFc RTFT RTF 7 fiPTF TrRTT 
3R1'^R TSTV RTT ?i I 

(ii j FTT FPTvTR q qili' “FT 'Tf’R-R fqFTr 
^qqTfr m F RTRS 5TOR ff, WF RRT : R-RIT 
3rV TR Tf-nUTT fRrifTT fFFTT TRFT I FW 
FTFT’R F flfqr Ttf TfRTT fTTFI "jwfl % 
TOT. T Tpff if RfRTT FFTR OT Tf FfTcFTR 
q«TFRT h, Tt '4Y FFR fFRT OTTFT j 
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ifTO vt ; wmioii 


(1 2 ) qfa jph' jfa $ fa jfcrr 

«r^ffT "^r q qfWw ^ *rr ^btt srtwn 
n/ «ff ^ uri faffaqq % fa$ : *W qrr fafa=r 

fa*TT «TT^TT I 


(13) >fcr (7) Jr (12)-.'% 

srfaHiw— 


jpffafff % fa? 


®r$ . 1 *rfcr, 1996 Jr sjrTffat sfa 

US-JUTT PrafT^r «fa 1997-98 'TiRT^apjff ftfaqvr 

W? Vt $rft 1 

[tf. 9949/9iT.¥. 1 3 2/7/9 5-£t .'ft ,<fa] 

%.ft. »TCTT, ftfaqqfaq 


(*p) “#m hiwh” % fatffa ; farrq ftnr 
M> *q % sfafaT %■ fa? q * 11*11 TpTT 
5TT«WT ft^rsfa t ft faJffa fftTCft ^TTT 


MINISTRY OF FINANCE 
{Department of Revenue) 


fa? ^ % wr fasmm ftrfarfaft qr 
srrerrffa % i 


(Central Board of Direct Taxes) 
NOTIFICATION 


(^) “ftsrTftfa” *r fafr fafftftz #st ftrT 

3fk TOfrT STfa&T & fa* faftfaft 3TTCT 

ftftq fftnft fttorc qnJt ft t gqr«(Tfftr 
vft ? ^ w |i ■ 

(*t) “wrrrKrrr^r *rft" Jr / *nw itt frfa 
nf*wn | ftfafr qzrnftr tt nwniTFT 
Jr ^«rff jit t ft iprranr % vrfm 
f^TFFTrT Jr fftq f ftr ft ftft 
| n«n fftfaT sttt-ijtt qrfaftftr ¥T n 
T^nffn ft rrwRT njt $ i srerairnr 
nrf n qftfarfaft n srmw ifar nrfm 
{nmfrT'7 ft ft ft trafT q#ftf ftf % 

v o, 

q-q ftf ? ft-ifftr | qr^ qft ft ?' 

wtrifft fqnn w 11 

qr^inr fa faft fftrifaft. m^Ffr 

*,r aqcrqm %nwRi faqr+riq Jr ^nrn ft? srrft 

1 -\ Oi 

nm nr stt ft n?rfa nr nrr-nrr 

ftft ft?qrft ftr | nmfa n? 'cnrrnr^r nc v 
W n njn jtnr i 

(n) "fatftn fanm” n %r ntf faqfar 
nfn’TT | fa?r?f famfaft qftfaffin farfa 
wi fww arkfaffm farfa n q^rarrfn, 
^rrt^nn fn?rrft $ -*m fttt-w 

nrrr afK frfa n?n fanqoT- nnr 

mr f^wt {n^^faTTT fa-nn *ft 
nffafan 11 J 

(?■) nnffer nnf' n Snr mffnrr sdht qr 
nvrr nfnim rt nr fasn nn, ifn nr nfaT 
'f# nfl nr faffm ffarq- ffa 7 ' nin if 
nTftnr/nfa n qfarmfnfn 

§f %' 

Tr*n. n^ fa farfr prffitw % qfajmnnnn 
rnrir nr nnR fawr nrwnn tnfar nrq % 
jnnr n^t ifaf rfr w, innft n *fnrnq njt 
gtnT nfarr qmrvR n qfanfn nm aftr 

|frf # ti qnsnrffer tr % wf n qrftnwrnmri 


New Delhi, the 25th January, 1996 
INCOME-TAX 

S.O. 69(E).—In exercise of the powers conferred by sub¬ 
jection (2) o[ section 145 of the Income-tax Act, 1961 (43 of 
1961), the Central Government hereby notifies the following 
accounting standards to be followed by all asses sees following 
mercantile system of accounting, namely:—> 

\ 

A. Accounting Standard I relating to disclosure of account¬ 
ing policies : 

(1) All significant accounting policies adopted in the pre¬ 
paration and presentation of financial statements shall be 

disclosed. 

(2) The disclosure of the significant accounting policies shall 
form part of the financial statements and ino significant 
accounting policies shall normally be disclosed in one place. 

(3) Any change in an accounting policy which has a mate¬ 
rial effect in the previous year or in the years subsequent 
to the previous years shall be disclosed The impact of, and 
the adjustments resulting from, such change, if material, shall 
be shown in the financial statements of the period in which 
such change is made to reflea the effect of such change. 
Where the effect of such change is not ascertainable, wholly 
or in part, the fact shall be indicated. If a change is made 
in rhe accounting policies which has no material effect on 
the financial statements for the previous ye^r but which is 
reasonably expected to have a material effect in any year 
subsequent to previous year, the fact of such change ffnll 
be appropriately disclosed - in the previous ypar in which 
the change is adopted. 

(4) Accounting Policies adopted by an assesse© should 
such so as to represent l true and fair view of the state of 
affairs of the business, profession or vocation in the financial 
statements prepared and presented on the basis of such ac¬ 
counting policies. For this purpose, the major considerations 
governing tbv selection and application of accoujitinc policies 
are following, namely ;— 

(i) Prudence :—Provisions should b© made for all known 
liabilities and losses even though the amount cannot 
be determined with certainly and* represents only a 
best estimate in the light of available information; 

(ii) Substance over form :—The accounting treatment 
and presematiop in financial statements of transactions 
and events should be governed by their substance 
and not merely by the legal form; 

fiii) Materiality :—Finnncia] statements should disclose all 
material items, the knowledge of which might in¬ 
fluence the decisions of the user 1 of the financial 
statements. 

{5) If the fundamental accounting assumptions relating to 
Going Concern, Consistency and Accrual are followed in fin- 
T ancial statements, specific ,disdosur© \ n respect of such as°mup- 
tions is not required. If a fundamental accounting assump¬ 
tion is not followed Such fact shall be disclosed. 
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(6) For the purpose* o t the paragraphs (1) to (5), the ex¬ 
pressions,— 

(a) “Accounting policies” means the specific accounting 
principles and the methods of applying those prin¬ 
ciples adopted by the assesses in the pr<?paration and 
presentation of financial statements; 

(b) “Accrual” refers to the assumption that revenues 
and costs are accrued, that is, recognised as they are 
earned or incurred (and not as money is received 
or paid) and recorded in the financial statements of 
the periods to which they relate; 

(c) “Consistency" refers to the assumption that account¬ 
ing policies are consistent from one period to 
another; 

(d) “Financial Statements” means any statement to pro¬ 
vide information about the financial position, perfor¬ 
mance and changes in the financial position of an 
assessee and includes balance sheet, profit and loss 
account and other statements and explanatory notes 
forming part thereof; 

(e) “Going concern” refers to the assumption that the 
assesses has neither the intention nor the necessity of 
liquidation or of curtailing materially the scale of 
tin* business, profession or vocation and intends to 
continue hi^ business, profession or vocation for the 

, foreseeable future, f 

B. Accounting Standard II relating to disclosure of Prior 
period and Extraordinary items and change^ in accounting 
policies : 

(7) Prior period items shall be separately disclosed in the 
profit and loss account in the previous year together with their 
nature and amount in a manner so that their impact on profit 
or loss in the previous year can be perceived, 

(8) Extraordinary items, of the enterprise during the previous 
year shall be disclosed in the profit and loss account as part 
of income. The nature and aiqount of each such 
item shall he separately disclosed in & manner so that their 
relative significance and effect on the operating results of the 
previous year can be perceived. 

(9) A change in an accounting policy shall be made only if 
the adoption of a different accounting policy is required Oy 
statute or if it is considered that the change would result in 
n more appropriate preparation or presentation of the financial 
statements by an assessee, 

II0) Any change in an accounting policy which has a mate¬ 
ria] effect phall be disclosed. The impact of and the adjust¬ 
ments resulting from such change, if material, shall be shown 
hi the financial statements of the period in which such change 
is made to reflect the effect of such change. Whore the effect 
of such change is not ascertainable, wholly or in part, the 
fact shall be indicated. If a change is made in the accounting 
policies which has no material effect on the financial state¬ 
ments for the previous year but which is reasonably expected 
to have a material effect in years subsequent to the previous 
years, the fact of such change shall be appropriately 
in the previous year in which the change is adopted. 
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(11) A change in an accounting estimate that has a material 
dioct in previous year shall be disclosed and quantified. Any 
change in an accounting estimate which is reasonably expec¬ 
ted to have a material effect in yenrs subsequent to previous 
year shall also bo disclosed* 

(12) If a question arises as to whether a change in ac¬ 
counting policy or a change in an accounting estimate, such a 
question shall be referred to the Board for decision. 

(13) For the purposes of the paragraphs (7) to (12), the ex¬ 
pressions,— 

(a) “Accounting estimate” means an estimate made for 
the purpose of preparation of financial statements 
which is based on the circumstances existing at the 

time when the financial statements are prepared. 

\ 

(b) ‘‘Accounting policies” means the specific accounting 
principles and the method of applying those principles 
adopted by the assesses in the .preparation and pre¬ 
sentation of financial statements. 

(c) “Extraordinary items” means g?ins or losses which 
arise from events or transactions which are distinct 
from the ordinary activities otf the business and 
which are both material and expected not to recur 
frequently or regularly Extraordinary items includes 
material adjustments necessitated by circumstances 
which though related to years preceding to the pre¬ 
vious years are determined in the previous year. 

Provided that income or expenses arising from the ordinary 
activities of the business or profession or vocation of an 
assessee though abnormal in amount or infrequent in occur¬ 
rence shall not qualify as extraordinary item, 

(d) “Financial Statements” means any statement to pro¬ 
vide information about the financial position, perfor¬ 
mance and changes in the financial position of ah 
assessee and includes balance sheet, profit and loss 
account and other statements and explanatory notes 
forming part thereof. 

(e) “Prior period items" means material charges of cre¬ 
dits which arise in the previous year as a result of 
errors or omissions in the preparation of the financial 
statements of one or more previous years; 

Provided that the charge or credit arising on the outcome 
of a contingency, which at the time of occurrence could not 
be estimated accurately shall not constitute the correction of 
an error but a change in estimate and such an item shall not 
he treated as a prior period item. 

This notification shall come into force with effect from 1st 
day of April, 1996 and shall accordingly apply to assessment 
year 1997-98 and subsequent assessment years. 

[No, 9949|F. No. 132|95-TPIT 
K. D. GUPTA, Jt. Secy. 
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